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CONFIDENTIAL LONDON 01845 

E.O. 11652: EDS 

TAGS: ENRG PDOR IR UK FR 

SUBJECT: PRESS REPORTS IRANIAN THREAT TO BRITISH 
CONTRACTS AND LOAN AFTER OIL LIFTINGS FALL 

REF: TEHRAN 451 (NOTAL); STATE 1 1491 (NOTAL); STATE 776 
(NOTAL) 

1 . BEGIN UNCLASSIFIED: FEBRUARY 4 LONDON TIMES CARRIES 
FRONT PAGE ARTICLE. "IRAN THREAT TO BRITISH CONTRACTS 
AFTER FALL IN OIL SALES." ARTICLE CITES WARNING TO 
BRITAIN THROUHH DIPLOMATIC CHANNELS THAT IRAN MAY NOT BE 
ABLE TO HONOR ALL CONTRACTS FOR INDUSTRIAL EQUIPMENT 
SIGNED WITH UK COMPANIES UNLESS OIL CONSORTIUM LED BY BP 
INCREASES CRUDE OFFTAKE. TIMES NOTES THIS FOLLOWS "NON- 
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NATIONAL WATEP COUNCIL." HIGHLIGHTS OF ARTICLE FOLLOW. 

2. THREATS HAVE BEEN IN GENERAL TERMS AND NO SPECIFIC 
CONTRACTS SINGLED OUT. IRANIAN FAILURE TO DELIVER LOAN 
IS NOT SEEN AS AN INABILITY TO PAY BUT AS ANOTHER LEVER 
BEING PUT ON HMG TO INFLUENCE OIL CONSORTIUM POLICY 
THROUGH BP. 

3. IRAN HAS UNTIL END OF MONTH TO DELIVER THE 400 
MILLION DOLLARS. COMBINED WITH THREAT TO EXPANDING EX- 
PORT MARKET, SITUATION IS DESCRIBED IN GOVERNMENT CIRCLES 
AS BOTH "DELICATE AND SERIOUS." PRESSURE OF THIS SORT 
PLACES GOVERNMENT IN A DILEMMA SINCE OFFICIALLY IT 
CANNOT INTERFERE IN COMMERCIAL OPERATIONS OF BP, LARGEST 
SHAREHOLDER IN CONSORTIUM. ASSURANCES THAT HMG CANNOT 
INFLUENCE BP'S POLICY, EVEN THOUGH GOVERNMENT AND BANK 
OF ENGLAND HOLD 70 PERCENT OF SHARES, ARE NOT READILY 
ACCEPTED IN IPAN. 

4. AN APPROACH TO HMG CAME AFTER DIRECT APPEALS TO OIL 
COMPANIES HAD FAILED. INITIALLY SHAH HAD TOP LEVEL TALKS 
WITH OIL COMPANY CHIEFS AND NOW CONSORTIUM IS INVOLVED 
IN NEGOTIATIONS OVER A REDUCTION IN PRICE. 

5. BALANCE OF ARTICLE RECITES FAMILIAR HISTORY OF GOI- 
OIL CONSORTIUM DISPUTE. END UNCLASSIFIED. 

6. BEGIN CONGIDENTIAL: FCO SOURCE SUGGESTS THAT LEAK 
OF DETAILS TO PRESS CAME FROM OIL INDUSTRY RATHER THAN 
GOVERNMENT CIRCLES. EMPHASIS PLACED ON LOAN ASPECT 
WOULD TEND TO CONTRADICT THIS ASSESSMENT. IN ANY EVENT. 
FCO INTENDS TM RESPOND TO FURTHER PRESS QUERIES BY 
NOTING THAT A PROBLEM DOES EXIST. IRANIANS HAVE IN FACT 
SPOKEN TO BRITISH AND HMG BELIEVES IT IS NOT ONLY 
GOVERNMENT IRANIANS HAVE APPROACHED ON OIL LIFTINGS 
QUESTION. 
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